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Abstract 
The objective of the current paper is to highlight the importance of China–Pakistan Economic 
Corridor (CPEC), narrate its anticipated benefits for Pakistan’s economy and also shed light on 
associated challenges and threats. During recent years, China has become one of the major 
trading partners of Pakistan along with United States and European Union. China’s foreign 
direct investment in Pakistan has also witnessed a considerable increase in the 2000’s. CPEC is 
mega project worth of US$46 billion with objective of connecting Pakistan’s Gwader Port to 
China’s northwestern region of Xinjiang through a network comprising of highways, railways 
and pipelines. CPEC is an extension of China’s proposed Silk Road in the 21st century under the 
One Belt One Road (OBOR) initiative which aims to link Europe and Asia economically and 
physically through 900 deals worth of US$ 890 billion. CPEC offers number of benefits for 
Pakistan including improved infrastructure, alleviation of energy crises, improved business 
environment, additional 2-2.5% growth in real gross domestic product, and most importantly 
generation of 700,000 direct jobs between 2015 and 2030. However, phases of political 
instability and volatile security situation in Pakistan and construction of Chabahar Port jointly 
by Iran and India pose some threats for the success of CPEC. Pakistan needs sustained political 
consensus and commitment at national level in order to improve and maintain law & order 
situation and provide domestic financing for the success of CPEC in the long-run. 
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Introduction 
Pakistan is the sixth most populous country of the world with current estimated population of 
195.4 million out of which 77.93 million and 117.48 million living in urban and rural areas 
respectively. The current population growth rate of Pakistan i.e. 1.89 is higher than other 
neighboring countries like Iran, India and Bangladesh (Pakistan Economic Survey, 2015-16). 
Economy of Pakistan is comprised of three major components namely agriculture, industry and 
services whose shares stand at 19.8%, 21.0% and 59.2% during the financial 2015-16 
respectively.  Economy of Pakistan has witnessed a revival in recent years, as can be observed in 
figure 1, from the lowest growth in 2008-09 i.e. 0.36% to 4.71% in 2015-16, highest in the last 
eight years,on account of improved security situation, low inflation rate (2.79%, lowest in 13 
years), improved energy supply to industrial units and favorable prices of oil and other 
commodities in the international market(Pakistan Economic Survey, 2015-16). The remarkable 
growth in the industry (6.8%) and services (5.7%) sectors has contributed towards the improved 
economic growth rate. However, agriculture sector, which provide 43.7% of employment, has 
witnessed a negative growth of 0.19% mainly due to decreased production of cotton, rice and 
maize (Pakistan Economic Survey, 2015-16). Recent trends in the growth rate of gross domestic 
product (GDP) and its components are presented in the figure 1. 
 
Source: Author‘s elaborations upon data from Pakistan Economic Survey 2015-16 
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Figure 1: Recent trends in Growth Rate of GDP and its 
major components in Pakistan 
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Pakistan‘s international economic perspective has also improved in recent years, as is evident 
from the improved credit rating of the country by internal agencies like Standard & Poor‘s (B 
with positive outlook), Moody‘s(B3-with stable outlook) and Fitch's (B with stable 
outlook)(Trading Economic, 2016).Most recently, Morgan Stanley Capital International (MSCI), 
a US based provider of equity indices, has included Pakistan Stock Exchange (PSE) in its 
emerging markets index, which in turn is likely to attract a big chunk of portfolio investment 
(The News, June, 16, 2016). Stability in the exchange rate of Pakistan Rupees against other 
major currencies of the world and improvement in the foreign exchange reserves has also 
contributed towards the improved economic rating.  
A fast and sustainable economic growth, which is function of some internal and external factors, 
is treated as a basic prerequisite for poverty reduction and promotion of human welfare 
(McGillivray & Noorbakhsh, 2004). While human capital, labor force and physical capital are 
internal factors for economic growth, the well known external factors are international trade and 
foreign direct investment (FDI). International trade, being a common measure of openness, not 
only relaxes constraints on foreign exchange but also help adoption of efficient production 
techniques and help economy to grow at accelerated pace(Abizadeh & Pandey, 2009; Khan, 
2006; Miller & Upadhyay, 2002). Pakistan‘s international trade with selected countries is 
presented in table 1. United States of America (USA), European Union and Chine are major 
trading partners of Pakistan in international trade(Pakistan Economic Survey, 2015-16). 
Pakistan‘s exports to Afghanistan stands at 5.7% of its total exports in 2015-16 and has been 
around 5% in the 2000‘s except 7.4% in 2010-11whereas imports share has been nominal. 
Similarly, Pakistan‘s share of external trade with Iranhas also been very low during recent years 
(Table 1). However, rising trend in both exports and import with China is observable from table 
1 where the shares of exports and import have increased from 2.1% and 8.4% in 2003-04 to 8.7% 
and 20.0% in 2015-16 respectively. The balance of trade between China and Pakistan has 
traditionally been in favor of China (Salman, 2015)and has reached to 11.2% in 2015-16. 
Contrary to China, Pakistan has enjoyed a favorable balance of trade with USA and EU (Salman, 
2015)while share of USA account for 16.8% and 3.6% of Pakistan‘s exports and imports in 
2015-16 respectively. In aggregate terms, a growing trade deficit in externally trade has been an 
alarming signal for economy of Pakistan which reached to highest in 2014-15 i.e. US$ 17.2 
billion (Table 1).  
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Table 1: Recent Trends in Pakistan's Export Receipts and Import Payments through Banks  with Selected 
Countries (Million US $) 
Financial 
Year 
Afghanistan Iran China USA Total 
Exports  Imports Exports Imports Exports Imports Exports Imports Exports Imports 
2003-04 403 3 55 146.8 256 1143 2764 975 12396 13604 
2004-05 732 1 116 100.9 282 1528 3154 1058 14481 18996 
2005-06 832 3 174 253 412 2011 3687 1108 16572 24893 
2006-07 680 2 178 312.4 548 2321 3844 1038 17301 26873 
2007-08 1032 2 103 381.4 674 3030 3740 1503 20448 35283 
2008-09 976 0 187 506.9 661 2708 3540 1160 19125 31667 
2009-10 1205 3 204 1017.1 1211 3284 3561 934 19680 31133 
2010-11 1865 10 129 302.1 1645 4145 4102 1120 25369 35796 
2011-12 1380 13 131 123.7 2085 4278 3949 789 24718 40370 
2012-13 1059 45 94 21.6 2699 4726 3887 1018 24802 40157 
2013-14 1245 50 55 0.6 2688 5980 3952 1126 25078 41668 
2014-15 1699 37 31 0.3 2321 7005 3961 1197 24089 41280 
2015-16 
(July-
March) 1039 35 25 0.2 1590 6496 3060 1161 18192 32649 
Source: Statistics & DWH Department, State Bank of Pakistan 
 
Most developing countries in the world have liberalized their economies and are following 
investment friendly policies in order to attract foreign direct investment (FDI) by establishing 
special economic zones. In spite of having great potential for attracting FDI inherited in better 
geographic location, abundant resources and large market with growing middle class, Pakistan 
has unable to attract FDI in recent years (Pakistan Economic Survey, 2015-16) primarily due to 
political instability and shortage of energy (Siddique, 2014).Recent trends in the FDI from Iran, 
China and USA in Pakistan are presented in the table 2.In the 2000‘s, Pakistan received highest 
FDI i.e. US$ 5.4 billion during  2007-08 out of which US$ 1.3 billion came from USA only. 
However, the momentum in FDI could not be maintained and it reduced to US$ 0.8 billion 
during 2011-12 due to increased security concerned and worsening of energy supply in the 
country.Net FDI from Iran has been nominal during recent years except for the year 2006-07 
when US$ 0.034 billion were received (Table 2). Total inflows and outflows of FDI were 
recorded as US$ 1.86 billion and US$ 0.78 billion during July-May of the fiscal year 2015-16 
generating net FDI of US$ 1.1 billion out of which 52.7% i.e. US$ 0.57 billion coming from 
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China only. The major inflows of FDI were received from Hongkong (US$ 0.133 billion), 
United Arab Emirates (US$ 0.18 billion), United Kingdom (US$ 0.132 billion) and USA (US$ 
0.232 billion). Although, second largest inflow of FDI was received from USA behind China but 
an outflow of US$ 0.304 billion resulted in negative net FDI of US$ 0.072 billionduring July-
May of the fiscal year 2015-16 (Table 2). Further, most of the FDI was received in power (US$ 
0.518 billion) and oil & gas exploration (US$ 0.234 billion) sectors (Pakistan Economic Survey, 
2015-16).  
 
Table 2: Recent Trends in Net Foreign Direct Investment in 
Pakistan (Million US $) 
Financial 
Year 
Iran China USA 
Total 
World 
2001-02 0.0 0.3 326.4 484.8 
2002-03 0.0 3.0 211.5 798.0 
2003-04 0.0 14.3 238.4 949.4 
2004-05 0.5 0.4 326.0 1524.0 
2005-06 0.5 1.7 516.7 3521.0 
2006-07 34.0 712.1 913.3 5139.6 
2007-08 1.1 13.7 1309.7 5410.2 
2008-09 1.4 -101.4 869.9 3719.9 
2009-10 8.5 -3.6 468.3 2150.8 
2010-11 2.6 47.4 238.1 1634.8 
2011-12 5.6 126.1 227.6 820.6 
2012-13 1.7 90.6 227.1 1456.5 
2013-14 0.2 695.8 212.1 1698.6 
2014-15 1.3 256.8 208.9 922.9 
2015-16  0 571.2 -71.9 1083.6 
Source: Statistics & DWH Department, State Bank of Pakistan 
An integrated economic development requires modern transport and communication facilities. 
These facilities uplift economy of a country by promoting mobility of skilled labor force, 
diversification of markets, efficient use of natural resources, smooth and cheap availability of 
Jan-June 2016, Vol 2, Issue 1, Journal of Management Research (JMR) 
 
6 
 
fuel, increase in agricultural and industrial production and trading activities etc (Pakistan 
Economic Survey, 2015-16).Further, road network and bridges provide access to far flung fertile 
agricultural lands, productive natural resources in hilly and mountain areas thereby promoting 
effective and efficient use of resources in an economy. The contribution of transport to GDP 
stands at about 10% and provide over 6% of employment(Planning Commission, 2016). The 
total length of roads by high and low type being maintained by National Highway Authority 
(NHA) is presented in table 3. The total estimated road length in Pakistan by the end of financial 
year 2015-16 is 263356 kilometer out of which 71.3% were of high type and remaining 28.7% 
were of low type. The total road length has increased by 5.4% in space of 15 years between 
2000-01 and 2015-16 whereas high type roads have registered an impressive growth of 29.8% in 
the same period (Table 3). Under the Pakistan Vision 2025, the total road length is expected to 
increase to 358000 kilometer by 2025 (Planning Commission, 2016). 
Table 3: Length of Road in Pakistan (in Kilometers) 
Fiscal Year Total High Type Low Type 
2000-01  249,972 144,652 105,320 
2001-02  251,661 148,877 102,784 
2002-03  252,168 153,225 98,943 
2003-04  256,070 158,543 97,527 
2004-05  258,214 162,841 95,373 
2005-06  259,021 167,530 91,491 
2006-07  259,189 172,827 86,362 
2007-08  258,350 174,320 84,030 
2008-09  258,350 176,589 81,761 
2009-10  260,760 180,910 79,850 
2010-11  259,463 180,866 78,597 
2011-12  261,595 181,940 79,655 
2012-13  263,415 182,900 80,515 
2013-14  263,755 184,120 79,635 
2014-15  263,942 185,063 78,879 
2015-16 
(Jul-Mar) 263,356 187,807 75,549 
Source: Pakistan Economic Survey, 2015-16 
 
Sustainable development requires supporting infrastructure in education, human development, 
financial and economic infrastructure (Kidd & Richter, 2005). The economic infrastructure 
Jan-June 2016, Vol 2, Issue 1, Journal of Management Research (JMR) 
 
7 
 
covers transportation, energy, communication,water and sanitation and its importance for growth 
process and development has been recognized by policy makers as well as scholars (Lee, 2011). 
Presence of infrastructure is also inevitable for reduction of regional inequalities, poverty 
alleviation (Pakistan Economic Survey, 2015-16; Segun, Omotesho, Tsoho, & Ajayi, 2008), 
economic growth and empowerment (Segun, et al., 2008). In Pakistan, infrastructure was badly 
damaged due to extremist activities on account of nation‘s active role in the war against 
terrorism and severe weather conditions such as floods in 2010, 2011, 2013 and 2015 and it has been 
a main restriction on competitiveness and economic growth. For example, substantial gaps 
between actual and potential production of minerals exist in Baluchistan province, which 
constitute 42% of Pakistan‘s total land, primarily due to poor infrastructure facilities coupled 
with adverse law & order situation and lack of technical capacity (Pakistan Economic Survey, 
2015-16). At national level, inefficiencies in transport system and electricity shortages have 
imposed cost and annual loss of 4-6% and 7% in nominal GDP respectively (Planning 
Commission of Pakistan, 2014). Further, non-availability of proper infrastructure was also the 
main reason of unemployment of 3.6 million of labor force (2.31 million males and 1.31 million 
females) during 2014-15 (Pakistan Economic Survey, 2015-16).  China-Pakistan Economic 
Corridor (CPEC), being a mega project of US$46 billion, is expected to provide breakthrough in 
the provision of infrastructure including energy, communication, special economic zones and 
development of Gwader city and port in coming years in Pakistan. The development of 
infrastructure such as warehouses, storage, hotels, container freight stations, marine workshop, 
seafood, processing and exports of dates, ship and clearing agents in Gwader port offer lot of 
opportunities for prospective investors. Moreover, improved network of highways and railways 
under CPEC will integrate Pakistani markets with Middle East, Central Asia and rest of the 
world thereby generating economic boom in Pakistan and making it an economic hub in the 
region (Pakistan Economic Survey, 2015-16). 
The objective of the current paper is to highlight the importance of CPEC, narrate its anticipated 
benefits for Pakistan‘s economy and also shed light on associated challenges and threats. The 
rest of the paper is organized as follows.Brief history of China-Pakistan relations and 
background of CPEC is presented in Section II whereas highlights of CPEC are presented in 
Section III. Potential benefits of CPEC for the economy of Pakistan are presented in Section IV 
and associated challenges are given in Section V. Finally, Section VI concludes the paper. 
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II. Brief History of China-Pakistan Relations and Background of China-Pakistan 
Economic Corridor 
China is currently the second biggest economy behind USA and is the largest exporting country 
of the world and has become an economic power house of the 21
st
 century. Per capita GDP in 
China, which was lower than both India and Pakistan in 1980, has increased 17 times between 
1980 and 2014. China is also assisting other developing countries by building infrastructure, 
investment and financial aid (Hussain, 2016). 
One Belt One Road (OBOR) initiative taken by Chinese President Xi Jingping has a plan to link 
with rest of the world through ports, railways, roads, gas pipelines and other infrastructure. 
OBOR is an initiative taken by China in order to link Europe and Asia economically and 
physically (Raja, 2015) through 900 deals worth of US$ 890 billion which include a rail link 
between Beijing and Duisburg, a transport hub in Germany and a gas pipeline from Bay of 
Bengal to South-West China through Myanmar (The Economist, 2016). OBOR initiatives cover 
countries having 4.4 billion of population and US$ 21 trillion of economic value (Abid, and 
Ashfaq, 2015). China has planned to invest US$ 4 trillion cumulatively in OBOR countries. 
Under OBOR initiative, a Chinese company, Cosco, took 67% stake in a second largest port of 
Greece, The Piraeus. Chinese firms are building a high speed rail network between Piraeus and 
Hungary which will eventually link to Germany. The work on Chinese designed third stage 
nuclear reactor is due to start in July, 2016 in Pakistan where China is currently financing a big 
highway and has reserved US$2 billion for a coal mine in the Thar Desert (The Economist, 
2016). The CPEC is major project of OBOR initiative because it is located where the Silk Road 
Economic Belt and the 21st Century Maritime Silk Road meet (Abid, and Ashfaq, 2015; 
Bhattacharjee, 2015). 
China has established Asian Infrastructure Investment Bank (AIIB) with the objective providing 
concessional loans for the development of infrastructure in developing countries (Hussain, 2016) 
with initial capital of US$ 100 billion (The Economist, 2016). Pakistan has also become member 
of  AIIB and expect to obtain cheap funds for the development of infrastructure in the country 
(Pakistan Economic Survey, 2015-16). 
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Pakistan recognized China as People‘s Republic on January 9, 1950 and formal diplomatic 
relations between China and Pakistan began in 1951 after the opening of Pakistan‘s mission in 
Beijing(Siddique, 2014). During the early years, the relations between two countries grew at 
steady pace but an abiding close friendship between two neighbors was emerged during early 
1960s which has remained constant overtime in spite of changes in the global scene as well as 
within the two countries. After construction of Karakorum Highway in 1972, the two countries 
formed a strategic alliance and Pakistan International Airlines (PIA) became first airline to start 
its operation from China. The two countries signed bilateral investment treaty in 1989 and later 
in 2007; a joint investment company with authorized capital of US$ 200 million was 
established(BOI, 2015).  
The idea of economic corridor between China and Pakistan was proposed by Li Keqiang, Prime 
Minister of China in May, 2013 (Raja, 2015; Ranjan, 2015) and proposed project was initially 
approved during the visit of Prime Minister Nawaz Sharif to Beijing on July 5, 2013 (Raja, 
2015). The details of planned corridor were also discussed in Pakistani President and Prime 
Minister‘s visit to China during February and April, 2014 respectively(Abid, andAshfaq, 2015; 
Wikipedia, 2016). However, formal agreement on China-Pakistan Economic Corridor (CPEC) 
was signed on 20 April 2015 during Chinese President, Xi Jinping visit to Pakistan(Raja, 2015; 
Ranjan, 2015).  
 
Pakistan is on the main route between Middle East, Central Asia and China (Kumar, 2006).By 
taking advantage of its strategic location, Pakistan is focusing on the development of efficient 
and integrated transport and communication system in order to connect its remote regions into 
one road one Asia chain. CPEC is aimed at integration of Pakistani markets with Central Asia, 
Middle East and other part of the world through a network of roads and railways as well as 
modern telecommunication and energy infrastructure. CPEC is being considered a strategic game 
changer in the region and is supposed to make Pakistan a stronger and richer country(Pakistan 
Economic Survey, 2015-16). 
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III. Highlight of China-Pakistan Economic Corridor 
CPECis an ongoingmegaproject having total estimated cost of US$ 46 billion and is aimed at 
connecting Pakistan‘s Gwader Port to China‘s northwestern region of Xinjiang (Raja, 2015) 
through a network comprising of highways, railways and pipelines. The economic corridor from 
Gwadar to Kashghar will run about 2700 kilometers (BOI, 2015). 
CPEC has two alignments in Pakistan i.e. eastern and western. The eastern alignment, originates 
from Gwader, passes through interior Sindh and reaches to Islamabad after going through 
southern, central and northern regions of Punjab, extends to Hazara Division in 
KyberPakhtunkhawa(KP) and ultimately reaches to Khunjrab pass through Gilgit and Diamer 
areas in northern Pakistan. Being more secure route,Chinese companies are constructing this on 
Build-Operate-Transfer (BOT) basis (Abid, andAshfaq, 2015). Like eastern alignment, the 
western alignment starts from Gwader, passes through Khuzdar and DeraBugti areas of 
Baluchistan and reaches to D.I.Khan in KP and then extends to Abbottabad and Islamabad. Then 
the route is same as in the eastern alignment((Abid, andAshfaq, 2015; Sial, 2014). 
 
The CPEC, being extension of proposed Silk Road of China in the 21st century(Abid, 
andAshfaq, 2015) and stands high in the China future development plans and is part of China‘s 
13
thfive year development. Investment on CPEC is China‘s biggest overseas investment so 
far(BOI, 2015).  
According to BOI (2015), the major components of CPEC are:- 
 Gwadar ( including port and city and Gwadar region socio-economic development) 
 Energy (Coal, Hydel, Wind, Solar, LNG , Transmission) 
 Transport Infrastructure (Road, Rail, Aviation) 
 Investment & Industrial Cooperation (Gwadar Free Zone and other industrial parks to be 
finalized) 
Under CPEC, 33 projects have been identified so far out of which 21 are in energy sector alone 
with estimated cost of US$ 33.8 billion(BOI, 2015; Raja, 2015). The energy crises in Pakistan, 
which is estimated to shed 2-2.5% off GDP, is expected to be alleviated after the development of 
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energy generating capacity of over 10400 megawatts under CPEC energy infrastructure projects 
between 2018 and 2020(Raja, 2015; Wikipedia, 2016). 
A number of transport infrastructure projectwith estimated cost of around US$ 9.8 billion have 
also been initiated under CPEC (BOI, 2015).Resultantly, National Highway Authority (NHA) of 
Pakistan has planned to construct 6-lane Karachi-Lahore Motorway and 120 long Thakot-
Havelian section under phase-I of CPEC.The work on Peshawar-Karachi motorway is also going 
on.  
Gwadar Port is of great strategic and economic importance as it is being considered as Gateway 
of CPEC and development of first special economic zone under CPEC is underway in Gwadar 
city. It will connect ports in the Middle East countries to Chine through Karakoram Highway 
(KKH) establishing link of Gwadar with Kashgar (Abid, andAshfaq, 2015.The development of 
infrastructure in Gwadar port and Gwadar city is also part of project falling under CPEC(Abid, 
andAshfaq, 2015) and 8 projects are linked with the development of Gwadar and port (BOI, 
2015). The work on New Gwadar International AirportandGwadar Eastbay Expressway is likely 
to start soon as preparation of feasibility studies of the projects is going on. Gwadar-Hoshab 
section has already been inaugurated by Prime Minister of Pakistan and Hoshab-Surab section in 
Balochistan is likely to be completed by the end of this year(Pakistan Economic Survey, 2015-
16). 
 
Table 4: List of Major Projects under CPEC 
S.No Name of Project Notes 
1 Gwadar Port Partially operational 
2 Gwadar-Ratodero Motorway Partially operational 
3 Dawood wind power project Under construction 
4 E-35 Expressway (Hazara 
Motorway) 
Under construction. Funded by the Asian Development Bank, but is 
considered vital to the Karakoram Highway Reconstruction project. 
5 Iran–Pakistan gas pipeline Under construction. Iranian portion completed. Gwadar to 
Nawabshah portion is to be funded by CPEC agreements, while the 
Gwadar – Iran border portion will be funded by the Pakistani 
government. 
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6 Reconstruction of the Karakoram 
Highway 
Under construction. Portion between Raikot and Chinese border 
had been under construction prior to CPEC announcement, and was 
completed in 2012. The 24 kilometre long Karakorum Highway 
Realignment around Attabad Lake was also completed in 2015. 
7 Karachi–Lahore Motorway 
Multan to Sukkur segment 
The 136 kilometer long Karachi to Hyderabad portion, the 392 
kilometer long Sukkur to Multan portion, and the 230 kilometer 
long Abdul Hakeem to Lahore portions of the Karachi-Lahore 
Motorway project are already under construction. Multan to Abdul 
Hakeem portion is also under construction, but is being funded by 
the Asian Development Bank as part of the M4 Motorway from 
Faisalabad to Multan. The 296 kilometer long portion between 
Hyderabad and Sukkur is the only remaining portion of the 
Karachi-Lahore Motorway project that is not yet under 
construction. 
8 Karot Hydropower Project Under construction. Financed by China's Silk Road Fund. 
9 Orange Line (Lahore Metro) Under construction 
10 Pakistan Port Qasim Power 
Project 
Under construction 
11 Quaid-e-Azam Solar Park Under construction. First phase complete, generating 100 MW of 
electricity. 
12 Sahiwal Coal Power Project Under construction 
13 Western Alignment projects in 
Balochistan province. 
Under construction. Of the 870 kilometres of road in Balochistan 
province to be constructed/reconstructed as part of CPEC's Western 
Alignment, 620 kilometres have already been rebuilt as of January 
2016. Surab to Gwadar portion is funded by the Asian 
Development Bank, but is considered vital for completion of 
CPEC's Western Alignment. 
14 Brahma Bahtar-Yarik Motorway Under construction 
15 Pakistan-China Fiber Optic 
Project 
Under construction 
16 Economic Corridor Support 
Force 
Recruitment in progress 
17 Main-Line 1railway overhaul 
between Karachi and Peshawar 
Planning studies underway 
18 Havelian Abbottabad Dry Port Planning studies underway 
19 China-Pakistan Joint Cotton Bio-
Tech Laboratory 
Approved 
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20 China-Pakistan Joint Marine 
Research Center 
Approved 
21 Hubco coal power plant project Approved 
22 Gwadar Eastbay Expressway Approved 
23 Gwadar Hospital Approved 
24 Gwadar International Airport Approved 
25 Gwadar-Nawabshah LNG 
terminal and pipeline project 
Approved 
26 Jhimpir wind power project Approved 
27 Main Line 2 and 3 railway 
overhaul 
Approved 
28 Matiari to Faisalabad 
transmission line 
Approved 
29 Matiari to Lahore Transmission 
Line 
Approved 
30 Salt Range coal power project Approved 
31 SukiKinari Hydropower Project Approved 
32 TharEngro Coal Power Project Approved 
33 Thar Block II coal power project Approved 
34 Khunjerab Railway Feasibility studies underway 
Source: Encyclopedia Wikipedia 
 
IV. Expected Benefits of CPEC for Pakistan’s Economy  
Economy of Pakistan is expected to be benefited from CPEC in number of ways. Some of them 
are as under:- 
 The total length of roads is likely to reach 358000 km from present 263356 km after 
completion of CPEC projects in Pakistan (Table 5). The improvement in infrastructure 
projects in railway, energy and telecommunication sectors other than the roadswill further 
attract foreign direct investment in Pakistan (Raja, 2015). Further, improvement in 
regional connectivity after completion of CPEC will turn around the long-run economic 
outlook of Pakistan which in turn will help in the improvement of credit ratings by 
international agencies like Standard & Poor‘s and Moody‘s etc. 
 CPEC offers huge opportunity for Pakistan to achieve its development objectives and its 
economy is likely to grow at an accelerated rate after completion of infrastructure 
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projects. With the completion of energy projects of 10400 MW by the year 2018 under 
CPEC(Raja, 2015), the total installed capacity for electricity generation in Pakistan will 
reach upto 33501 MW (Table 5)which is expected to increase GDP by 2-2.5% alone 
(Abid, andAshfaq, 2015). Further, the manufacturing industry being the major user of 
energy, whose contribution to GDP stands at13.6% (PBS, 2016), is likely to grow at an 
accelerated rate. 
 The activities relating to construction sector, which account for 2.6% of Pakistan‘s GDP 
(PBS, 2016),will gain further momentum after improvement in infrastructure and power 
sectors. Further, cement industry and allied material, has already witnessed a sharp rise in 
production (10.4%) (PBS, 2016) and demand due to ongoing construction projects under 
CPEC (Pakistan Economic Survey, 2015-16). 
 The improvement in road infrastructure is likely to generate additional demand for 
commercial vehicles such as buses and trucks (Pakistan Economic Survey, 2015-16). 
 Investment in small and medium enterprises (SMEs) is expected to increase after CPEC 
projects and 5 years based development plan targeting SMEs has been included in 
Pakistan Vision 2025(BOI, 2016). 
 The overall business environment in Pakistan is expected to improve after completion of 
diversified projects under CPEC in transport, communication and energy sectors which in 
turn will enhance domestic investment, employment and production (Raja, 2015). 
 The achievement of potential growth rate after the government initiatives undertaken 
under CPEC will help to absorb annual addition to the labor force. CPEC is expected to 
create 700,000 direct jobs between 2015 and 2030(Table 5). 
 CPEC can be transformational not only for Pakistan but also for China in general and its 
inland and western regions in particular. Bilateral trade between China and Pakistan is 
expected to reach upto US$ 20 billion after the CPEC intervention (Table 5). CPEC will 
lead not only to increase in trade, investment and financial flows butwill also provide an 
integrating platform for peace and prosperity to the entire region by enhancing the 
competitiveness of economies of all the regional countries (Raja, 2015). 
 Under CPEC various special economic zones will be established from Kunjrab to 
Gawader in all provinces of Pakistan. The potential sites for these zones have been 
identified where production of specific goods and services will be targeted keeping in 
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view the availability of requisite raw material, labor force and other factor. These zones 
will be source of attraction for local as well as foreign investors and will generate huge 
employment (BOI, 2016). 
 
Table 5: Effects of CPEC Intervention for Pakistan 
Items Unit Present 
After CPEC 
Intervention 
Road infrastructure  Kilometer 263356 (2015-16) 358000 
Electricity generation capacity  Mega Watt 23101(2015-16) 33501 
Number of New Jobs (between 
2015 to 2030)   
700000 
Trade volume with US  US$ Billion 5.158 (2014-15) Not Available 
Trade volume with China  US$ Billion 9.326 (2014-15) 20.0 
GDP Growth Rate % 4.7 (2015-16) 7.20* 
Source: i) Pakistan Economic Survey, 2015-16 ii) Planning Commission, 2016 iii) 
Raja, 2015 iv) State Bank of Pakistan v) Authors calculation  
* The removal of loss in GDP of 2-2.5% on account of energy crises alone can 
increase GDP by 7.2% on annual basis from current growth of 4.7%. 
 
 Challenges and issues 
CPEC, being a long-term investment plans spreading over 15 to 20 years, requirescontinuous, 
committed, collaborated and consensus efforts from all the stakeholders including all tiers of 
government, political parties, public and private sectors military as well as civil society (Hussain, 
2016). 
i) Political and economic constraints  
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The continuous and uninterrupted support from all political parties is required for the successful 
implementation of the CPEC projects(Ahmar, 2016; Hussain, 2016). It is bound to fail if 
polarization and partisanship dominate as was happened in the case of construction of Kalabagh 
dam(Ahmar, 2016). Large dividends from CPEC in the long-term are expected if different 
political parties carry it forward at different points of time without interruption (Hussain, 2016). 
Fortunately, a near consensus exist among main stream political parties for maintaining strong, 
friendly relations with China with the exception of some minor segments in nationalist parties in 
Baluchistan. However, the waves of political instability and turmoil such as protests and sit-ins 
in Islamabad by Pakistan Tehreek-e-Insaaf (PTI) and Pakistan AwamiTehreek (PAT) during the 
second half of 2014,can halt the progress on CPEC project(Sial, 2014). 
 
Political stability is linked with economic growth and development to a great extent (Sial, 
2014)and provision of necessary funds for CPEC related project is conditional to political 
stability (Ahmar, 2016). The government of Pakistan has included CPEC related projects in its 
annual development plan being financed under public sector development program (PSDP). For 
example, total allocation for transport and communication sectors in PSDP has been enhanced 
from Rs.222.8 billion in 2015-16 to Rs.259.2 billion in 2016-17 which account for 40% of the 
total PSDP (Planning Commission, 2016). Another plus point from Pakistan‘s point of view is 
that out of total CPEC outlay of US$46 billion, the project worth of about US$34 billion would 
be foreign direct investment from Chinese companies (Hussain, 2016).   
 
ii) Geostrategic dynamics  
 
CPEC is part of China‘s effort to enhance its commerce and trade connectivity with different 
parts of the world. In September, 2013, Chinese President emphasized on the revival of China‘s 
trade connectionwith Russia, Europe and Pakistan by building three corridorsthrough south, 
central and north Xinjiang (Jia, 2014, cited in Sial, 2014). With the construction of these 
corridors, China expects to enhance its exports and fulfill itsrapidly increasing energy needs 
(Sial, 2014).  
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Utility of CPEC for both China and Pakistan depends upon functionality of Gwader port, which 
offers China access to sea route to the Indian Ocean (Siddique, 2014) and connect China with 
Middle East, Europe and Africa (Ahmar, 2016).But prevailing insurgency in Baluchistan 
province, where Gwader locate, is a challenge for the success of CPEC. Further, India, being an 
energy deficient country too, has planned to develop Iran‘s Chabahar Port, which is 80 
kilometers away from Gwader, in order to establish a route to landlocked Afghanistan and access 
to energy rich Central Asia(Abid, andAshfaq, 2015; Sial, 2014). However, early completion of 
Chabahar port, increased insurgency in Baluchistan and instability in Afghanistan, can pose 
series threats to the success of CPEC (Sial, 2014).  
 
iii) Security-related threats  
 
According to South Asia Terrorism Portal (2016), total number of fatalities in terrorist attacks in 
Pakistan from 2003 to June, 2016 is 60750 out of which 21182 were civilians, 6506 were 
security personnel and 33062 were terrorists. Fatalities in terrorist attacks in Pakistan from 2003 
onwards are presented in the figure 2. The current wave of militancy in Pakistan was started in 
2007 when Tehreek-e-Taliban Pakistan was formed in 2007 (Dunyanews, 2016)causing a sudden 
upsurge in fatalities from 1471 in 2006 to 3598 in 2007, an increase of 145% and further reached 
to 6715 in 2008 (Figure 2). In the past decade, 2009 was the deadliest year for Pakistan when 
11704 people were killed comprising of 2324, 991 and 8389 civilians, security personnel and 
terrorists respectively (Figure 2).However after 2009, a declining trend i.e. 36% in 2010, 15% in 
2011,13% in 2013 and 33% in 2015, in fatalities can be observed except the 2014 when a modest 
increase of 2% was occurred (Figure 2). During the first six month of the 2016, 1056 people in 
Pakistan have cost their lives in the terror related violence but majority of them i.e. 58% were 
terrorists. 
 
Figure 2: Fatalities in Terrorist Attacks in Pakistan 2003-2016 (Up to June 26, 2016) 
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Source: Author‘s elaborations upon data from South Asia Terrorism Portal 
 
As mentioned earlier, the CPEC is planned to be built along western and eastern alignments. The 
western alignment falls in areas facing more security threats as compared to the eastern 
alignment. Particularly, Gwader and neighboring districts in Baluchistan and Mansehra district in 
KP are more vulnerable to terrorist attacks along with Karachi in Sindh province (Figure 2). The 
number of terrorist incidents and resulting suffering in Gilgit-Baltistian(GB) are low as 
compared to Balochistan, Sind and KP provinces (Figure 2).  
 
Number of terrorist attacks and number of persons killed and injured during 2015 by geographic 
regions in Pakistan are reported in table 6. Increased security risk for the western alignment of 
CPEC is also evident from the fact that highest number of terrorist incidents i.e. 218 was 
reported in Balochistan with 257 killings and 329 injuries in 2015 (Table 6). Baloch insurgents, 
who oppose development of Gwader port and mega projects in the province, coupled with ethno-
sectarian violence and separatists activities albeit having declining trend pose serious challenges 
for the CPEC (Abid, andAshfaq, 2015). The number of terror related incidents occurred in 
Federally Administered Tribal Areas (FATA) and KP during 2015 where 149 and 125 
respectively (Table 6).  However, the highest number of killings (268) and injuries (370) were 
reported in FATA. The security situation in Karachi is also a serious matter as 85 terrorist attacks 
were reported there with 150 killings (Table 6). However, securing situation in Sind excluding 
0
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Karachi, Punjab, GB and Islamabad was comparatively better as compared to western regions 
during 2015 (Table 6). 
 
Figure 3: Terrorist attacks in parts of Pakistan where CPEC-linked projects will run (January 1, 
2007-July 31, 2014) 
 
Gwadar and neighboring districts Sindh 
  
Khyber Pakhtunkhwa Gilgit-Baltistan 
  
Source: Sial, 2014  
 
 
As is evident from the above discussion, security concerns are genuine for Pakistan in general 
and for regions falling on the western route in particular, which in turn can pose series threats to 
commencement and completion of CPEC projects.Fortunately, Pakistan has the requisite security 
infrastructure and capacity comprising military, paramilitary forces like Ranger, Frontier 
Constabulary (FC), Khasadar and Levies forces backed by highly professional intelligence 
agencies to deal with all the potential threats to the CPEC project (Sial, 2014). Pakistan army 
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started an operation called ‗Zarb-e-Azb’ in North Waziristan  on June 15, 2014, in order to 
eliminate the bases of militants to put an end to the decade-long wave of militancy, which has 
cost thousands of lives. A sudden turn-around in the operation was occurred in December, 2014 
after the Taliban massacre of more than 150 innocent school children in Peshawar and resulting 
into further intensification of the operation (Dunyanews, 2016).  
 
 
Table 6: Terrorist Attacks in Pakistan in 2015 
Region 
No. of 
Attacks 
Killed  Injured 
Baluchistan 218 257 329 
FATA 149 268 370 
KP 125 206 268 
Karachi 85 150 80 
Punjab 24 83 245 
Sindh(excluding 
Karachi) 
17 101 131 
Gilgit-Baltistan 4 0 15 
Islamabad 3 4 5 
Total 625 1,069 1,443 
Source: Pakistan Institute for Peace Studies, 2016 
 
According to press release of Inter Services Public Relations (ISPR), 4304 sq km area was 
cleared in North Waziristan and FATA during two year of ‗Zarb-e-Azb‘, 3500 terrorists were 
killed while destroying 992 hideouts of terrorists (Pakistan Today, 2016a) and 7,500 bomb-
making factories were closed down in Shawal(The Express Tribune, 2016). Moreover, security 
situation in Karachi has also improved where 1200 terrorists have been killed(Pakistan Today, 
2016a). These achievements were secured at the cost of US$ 1.9 billion in operating expenses 
and 490 soldiers martyred (The Express Tribune, 2016).As a result of the ongoing military 
operation, Pakistan has witnessed a noticeable improvement in security and militancy related 
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violence has declined to lowest level in 2015 since the formation of Tehreek-e-Taliban Pakistan 
in 2007 (Dunyanews, 2016). 
Although, significant decline in the terrorist attacks has been occurred since the start of ‗Zarb-e-
Azb‘ and resultantly towns and cities of Pakistan are lot safer than were before the start of 
operation (The Express Tribune, 2016)but terrorism is yet to be uprooted completely(Abid, 
andAshfaq, 2015) as is indicated by the deadly attacks on Bacha Khan University in Charsadda, 
KP and Gulshan-e-Iqbal Park, Lahore during January and March 2016 respectively (Pakistan 
Today, 2016a). So, first battle may be over soon but a war still has to be won. The rehabilitation 
of the temporary displaced persons (TDPs) must be carried out with same zeal as was shown 
during the operation by all the stakeholders. The supply of terrorists needs to be stopped by 
offering them bright future and hope in life and sharing economic benefits with them. Further, 
implementation of law must be ensured to all groups irrespective of their nature or hue(Pakistan 
Today, 2016b). Efficient border management with Afghanistan is also need of the hour in order 
to prevent cross border movement of the miscreants (Dunyanews, 2016).  
Security-related threats are not specific to Pakistan alone, but they are present in China as well. 
For example, China‘s Xinjiang province has been facing security-related threats arising from 
East Turkestan Islamic Movement (ETIM) and Uighur militants (Sial, 2014). However, 
operationZarb-e-Azb started against both local and foreign militants has significantly reduced 
operational capacity of not only local militants but also of those belonging to ETIM and 
Uighurmovements(Khan, 2014, cited in Sial, 2014; Raja, 2015). Further, Special Security 
Division comprising of six wings of paramilitary forces like Frontier Corps and Rangers and nine 
military battalions has been established for the security of workers and officials engaged with 
CPEC Projects (Ahmar, 2016; Abid, and Ashfaq, 2015).   
Conclusion 
The relationship between China and Pakistan has always remained stable ever since Pakistan 
recognized China as People‘s Republic in 1950. During recent years, China has become one of 
the major trading partners of Pakistan along with United States and European Union. China‘s 
foreign direct investment in Pakistan has also witnessed a considerable increase in the 2000‘s. 
China–Pakistan Economic Corridor (CPEC) is mega project worth of US$46 billion with 
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objective of connecting Pakistan‘s Gwader Port to China‘s northwestern region of Xinjiang 
through a network comprising of highways, railways and pipelines.The economic corridor from 
Gwadar to Kashghar will run about 2700 kilometers. 
CPEC is an extension of China‘s proposed Silk Road in the 21st century under the One Belt One 
Road (OBOR) initiative which aims to link Europe and Asia economically and physically 
through 900 deals worth of US$ 890 billion. China has planned to construct three corridors 
through south, central and north Xinjiang in order to boost trade connections with Russia, Europe 
and Pakistan. CPEC falls on the southern corridor.  
 With the completion of infrastructure project in energy sector worth of 10400 MW, Pakistan 
expects to gain additional growth of 2-2.5% in GDP. Further, improvement in road, rail, and 
communication infrastructure will help in creating business friendly environment in Pakistan 
thereby attracting more foreign direct investment. CPEC is expected to generate700,000 direct 
jobs between 2015 and 2030.  
Historically phases of political instability have hampered Pakistan‘s progress on the development 
path. Political stability is basic prerequisite not only for economic growth in general but also for 
the successful implementation of CPEC in particular. Another challenge for the success of CPEC 
comes from the construction of Chabahar Port by Iran and India. Moreover, increased insurgency 
in Baluchistan and instability in Afghanistan, can also pose series threats to the success of CPEC. 
The CPEC, which is planned to be built along western and eastern alignments, the western 
alignment falls in areas facing more security threats as compared to the eastern alignment. But it 
is encouraging that eastern alignment will pass though more secure regions. The success of 
ongoing military operation against the terrorists is another encouraging sign and it is hoped that 
Pakistan will be able to realize the benefits associated with CPEC in near future. 
The CPEC is major project of OBOR initiative because it is located where the Silk Road 
Economic Belt and the 21st Century Maritime Silk Road meet and it can become the base of new 
regional economic integration involving not only China, Pakistan, Afghanistan, Middle East and 
Central Asia but also the Europe. It will also enhance the long standing strategic ties between 
China and Pakistan. However, Pakistan needs sustained political consensus and commitment at 
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national level in order to improve and maintain law & order situation and provide domestic 
financing for the success of CPEC in the long-run. 
References 
Abizadeh, S., & Pandey, M. (2009). Trade Openness, Structural Change and Total Factor 
Productivity. International Economic Journal, Vol.23:(No.4, ), pp. 545-559. URL: 
http://dx.doi.org/510.1080/10168730903372273 
Abid, M., & Ashfaq, A. (2015). ―CPEC: Challenges and Opportunities for Pakistan‖ Pakistan 
Vision Vol. 16 No. 2 pp. 142-169 
Ahmar, M. (2016). ― Strategic Meaning of the China-Pakistan Economic Corridor‖. 
Strategic Studies 2016, pp. 35-49 
Bhattacharjee, D. (2015). China Pakistan Economic Corridor. Available at SSRN 2608927. 
BOI (2015). Booklet on China Pakistan Economic Corridor, Board of Investment (BOI), Prime 
Minister‘s Office, Government of Pakistan, Islamabad 
BOI (2016).Board of Investment (BOI), Prime Minister‘s Office, Government of Pakistan. 
Accessed from the link http://www.boi.gov.pk/InfoCenter/CPEC.aspx on 21-06-2016 
Dunyanews (2016). ―Operation Zarb-e-Azb successfully completes two years‖. Dunyanews TV, 
June, 15. Accessed from the link http://dunyanews.tv/en/Pakistan/341177-Operation-
ZarbeAzb-successfully-completes-two-ye on 01-07-2016 
Hussain, J. (2016)"China Pakistan Economic Corridor." Defence Journal 19.6, 13. 
Khan, S. A. (2013).Geo-economic imperatives of Gwadar Sea Port and Kashgar economic zone 
for Pakistan and China. IPRI Journal, 13(2), 89-91. 
Khan, S. U. (2006). Macro Determinants of Total Factor Productivity in Pakistan. State Bank of 
Pakistan Research Bulletin, 2(2), 383-401 
Kidd, J. B., & Richter, F.-J. (2005). Infrastructure and Productivity in Asia: Political, Financial, 
Physical and Intellectual Underpinnings. Hampshire New York: Palgrave Macmillan. 
Kumar, A. (2006). China-Pakistan economic relations. Institute of Peace and Conflict Studies, 
special report, 30. 
Jan-June 2016, Vol 2, Issue 1, Journal of Management Research (JMR) 
 
24 
 
Lee, C. (2011). Infrastructure and economic development. In Z. Mahani (Eds.), Malaysia: 
Policies and Issues in Economic development (pp. 423-436). Kuala Lumpur: Institute of 
Strategic and International Studies (ISIS) Malaysia 
McGillivray, M., & Noorbakhsh, F. (2004). Aid, Conflict and Human Development. Paper 
presented at the Making Peace Work, World Institute for Development Economics 
Research, United Nations University, Helsinki, June 4-5, 2004 
Miller, S. M., & Upadhyay, M. P. (2002). Total Factor Productivity, Human Capital and 
Outward Orientation: Differences by Stage of Development and Geographic Regions. 
University of Connecticut, Department of Economics, Economics Working Paper 200233. 
URL: http://digitalcommons.uconn.edu/econ_wpapers/200233 
Pakistan Economic Survey 2015-16, Ministry of Finance, Government of Pakistan, Islamabad 
Pakistan Today (2016a).―Operation Zarb-e-Azb two years on‖. July, 03. Accessed from the link 
http://www.pakistantoday.com.pk/2016/07/03/features/operation-zarb-e-azb-two-years-
on/ on 04-07-2016 
Pakistan Today (2016b). ―Zarb-e-Azb: Our first battle in a long, drawn-out war‖. July, 03. 
Accessed from the link http://www.pakistantoday.com.pk/2016/07/03/features/zarb-e-
azb-our-first-battle-in-a-long-drawn-out-war/ on 04-07-2016 
PIPS (2016). Pakistan Security Report, 2015, Pakistan Institute for Peace Studies. Accessed from 
the link http://pakpips.com/downloads/282.pdf on 04-07-2016 
Trading Economics (2016). An online content retrieved from the link 
http://www.tradingeconomics.com/pakistan/rating on 20-06-2016 
PBS (2016).National Accounts of Pakistan, Pakistan Bureau of Statistics (PBS), Statistics 
Division, Government of Pakistan, Islamabad. 
Planning Commission (2014).Pakistan Vision 2015. Accessed from the link 
http://www.pc.gov.pk/wp-content/uploads/2015/05/Pakistan-Vision-2025.pdf on 01-07-
2016 
Jan-June 2016, Vol 2, Issue 1, Journal of Management Research (JMR) 
 
25 
 
Planning Commission (2016).Annual Plan 2016-17, Ministry of Planning, Development and 
Reform, Government of Pakistan, Islamabad. 
Raja, A. H. (2015).Costs and benefits of CPEC. Accessed from the link  
http://forpakistan.org/costs-and-benefits-of-cpec/  on 19-07-2016 
Ranjan, A. (2015) "The China-Pakistan Economic Corridor: India‘s Options." New Delhi. 
Salman, A. (2015). Pakistan-China Economic Corridor: a cost-benefit analysis. The Express 
Tribune, May 3, 2015. Accessed from the link 
http://tribune.com.pk/story/880259/pakistan-china-economic-corridor-a-cost-benefit-
analysis/ on 19-07-2016 
Segun, F., B.; ,Omotesho, O. A., Tsoho, A. B., &Ajayi, P. D. (2008). An Economic Survey of 
Rural Infrastructures and Agricultural Productivity Profiles in Nigeria. European Journal 
of Social Sciences, 7(2), 158-171. 
Sial, S. (2014). The China-Pakistan Economic Corridor: an assessment of potential threats and 
constraints. Conflict and Peace Studies, 6(2), 24. 
Siddique, Q. (2014). Deeper than the Indian Ocean?An Analysis of Pakistan-China 
Relations. Center for International and Strategic Analysis Report No, 16. 
South Asia Terrorism Portal (2016).―Fatalities in Terrorist Violence in Pakistan 2003-2016‖. 
Accessed from the link 
http://www.satp.org/satporgtp/countries/pakistan/database/casualties.htm on 04-07-2016 
The Economist (2016). ―China's One Belt One Road is an attempt to physically and 
economically unify Europe and Asia and $890 billion in deals are a start‖. July, 1st. 
Accessed from the link http://nextbigfuture.com/2016/06/chinas-one-belt-one-road-is-
attempt-to.html on 01-07-2016 
The Express Tribune (2016). ―Two years of Zarb-e-Azb — what next?‖. June, 18. Accessed 
from the link http://tribune.com.pk/story/1125372/two-years-zarb-e-azb-next/ on 01-07-
2016 
The News (June 16, 2016). Retrieved from the link  http://www.thenews.com.pk/print/128289-
MSCI-has-included-Pakistan-Stock-Exchangein-emerging-market-index on 20-06-2016 
Jan-June 2016, Vol 2, Issue 1, Journal of Management Research (JMR) 
 
26 
 
Wikipedia, the Encyclopedia (2016).Retrieved from the link 
https://en.wikipedia.org/wiki/China%E2%80%93Pakistan_Economic_Corridor on 08-06-
2016. 
